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SUBJECT: LABOUR GOVERNMENT PLANS ANNOUNCEMENT RE 
GOVERNMENT CONTROL OF NORTH SEA OIL 

REF: LONDON 8461 

1. USUALLY AUTHORITATIVE FINANCIAL TIMES OF JULY 8 
NOTES THAT CREATION OF A BRITISH NATIONAL OIL CORPORA- 
TION (BNOC) TO ADMINISTER FINANCIAL CONTROL OF 
NORTH SEA OIL OPERATIONS - CONTROL OF WHICH IS TO BE 
OBTAINED BY NEGOTIATION WITH THE COMPANIES - IS 
MAJOR PROPOSAL OF WHITE PAPER. PAPER’S MAIN EMPHASIS 
IS PURPORTEDLY ON HMG'S INTENTION TO NEGOTIATE 
"MAJORITY PARTICIPATION" IN EXISTING OPERATIONS RATHER 
THAN BY IMMEDIATE STATUTORY ACQUISITION. FINANCIAL 
TIMES COMMENTS THAT HMG’S MAIN BARGAINING STRENGTHS 
WILL BE IN ITS POWER TO GRANT OR WITHHOLD FUTURE 
LICENSES FOR EXPLORATION OR EXPLOITATION AND ALSO 
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COMPANIES MUST PAY ON EXISTING OPERATIONS. 

2. FINANCIAL TIMES OBSERVES THAT INITIALLY BNOC 
IS TO SERVE PRINCIPALLY AS AGENT OF HMG, ALTHOUGH 
ULTIMATELY, AS IT ACQUIRES MORE EXPERTISE, IT WOULD 
BE ALLOWED TO ENGAGE IN OIL OPERATIONS ON ITS OWN. 

THESE MIGHT BE IN COOPERATION WITH BRITISH GAS CORPORA- 
TION AND BRITISH PETROLEUM (WHICH IS ALREADY PARTIALLY 
OWNED BY HMG). WHITE PAPER REPORTEDLY WILL STRESS, 
HOWEVER, NEED FOR "FISCAL AND CONTROL" MEASURES RATHER 
THAN ENTITY WHICH WOULD BUY EXTRACTED OIL, AS 
ENVISAGED ORIGINALLY IN LABOUR PARTY MANIFESTO. 

3. FINANCIAL TIMES COMMENTS HMG BELIEVES WHITE PAPER 
WILL RECEIVE CONSIDERABLE SUPPORT THROUGHOUT COUNTRY - 
IN ADDITION TO SCOTLAND FOR WHICH SPECIAL ARRANGEMENTS 
ARE TO BE MADE TO RECEIVE FAIR SHARE OF PROFITS. 

DECISION TO OPT FOR NEGOTIATION RATHER THAN LEGISLATIVE 
ACQUISITION ALSO IS EXPECTED TO DECREASE RISK OF OIL 
COMPANIES REDUCING THEIR EXPLORATION PROGRAMS IN 
NORTH SEA. 

4. FINANCIAL TIMES GOES ON TO REPORT OPPOSITION BY 
PATRICK JENKIN, FORMER MINISTER FOR ENERGY AND CONSERVA- 
TIVE PARTY SPOKESMAN ON ENERGY, TO GOVERNMENT NATIONAL- 
IZATION OF NORTH SEA OIL. IN JULY 7 RADIO BROADCAST, 

JENKIN ARGUED THAT HMG SHOULD NOT COMMIT TAXPAYER TO 
SPENDING BILLIONS OF POUNDS WHEN TWO MAJOR OBJECTIVES 
OF ENSURING FLOW OF MONEY TO EXCHEQUER AND KEEPING 
CONTROL OF NORTH SEA OPERATIONS COULD BE ACHIEVED WITH- 
OUT NATIONALIZATION. HE STATED THAT IF CONSERVATIVES 
HAD WON LAST ELECTION THEY HAD LEGISLATION PREPARED TO 
INSURE THAT CORPORATION TAX WOULD BITE ON OIL PROFITS 
AND WERE READY TO INSURE THAT 75 TO 80 PER CENT OF 
PROFITS FLOWED BACK TO EXCHEQUER. 

ANNENBERG 
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